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SUBJ: ENERGY: GASOLINE FOR GRAND BAHAMA ISLAND 
REF: STATE 36974 

1. AN UNDERSTANDING OF THE FREEPORT SITUATION IS IMPORTANT 
IN DEALING WITH THE CHEVRON REQUEST. ALL OF THE ENTITIES 
INVOLVED - CHEVRON, FOCOL, BORCO, AND THE GRAND BAHAMA PORT 
AUTHORITY (WHICH OWNS FREEPORT) - ARE BASICALLY AMERICAN 
OWNED INVESTMENTS IN THE BAHAMAS. THOUGH THERE IS NO LEGAL 
OBLIGATION TO THE GCOB, THERE IS A MORAL ONE IN SEEING THAT 
THE ACTIVITIES OF WHAT AMOUNTS TO A US ENCLAVE IN THE BAHAMAS 
DO NOT RESULT IN SERIUS DISLOCATION OF THE BAHAMIAN ECONOMY. 
THERE IS ALREADY A HISTORY OF GCOB RESENTMENT OF FREEPORT 

AS A FOREIGN ENCLAVE WITHIN THEIR TERRITORY. 

2. FYI: CHEVRON (BAHAMAS) IS SENDING A REPRESENTATIVE TO 
FLORIDA THIS WEEK TO MEET WITH OTHER OIL COMPANIES TO SEE IF 
NEEDED GASOLINE CAN BE SUPPLIED FROM THE CARIBBEAN. IF THIS 
FAILS AND THE EXEMPTION IS NOT GRANTED THE OTHER POSSIBILITY 
WILL BE FOR THE GCOB TO ORDER THE SUPPLIERS FOR NASSAU (TEX- 
ACO, ESSO, AND SHELL) TO DIVERT SOME OF NASSAU'S GASOLINE 
SUPPLIES TO FREEPORT. 
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3. GEOGRAPHY (100 MILES SEPARATE THE TWO ISLANDS) AND LACK 
OF INFRASTRUCTURE MAKE A REALLOCATION SOLUTION DIFFICULT. 

IN TERMS OF THE TIME TO MOVE SUPPLIES, IT WOULD TAKE SEVERAL 
WEEKS TO ACHIEVE RESULTS. 

4. AS IT IS, THE PRESENT ENERGY CRISIS WILL PLACE A DRAIN 

ON THE GCOB'S FOREIGN EXCHANGE RESERVES. IT BELIEVES IT CAN 
MEET THE SITUATION ADEQUATELY FROM TOURISM RECEIPTS. FAILURE 
TO SUPPLY FREEPORT, OR THE NECESSITY OF SHARING EXISTING SUP- 
PLIES BETWEEN THE TWO ISLANDS WOULD SERIOUSLY AFFECT THE TOUR- 
IST INDUSTRY AND THUS THE GCOB’S ABILITY TO EARN FOREIGN 
EXCHANGE TO COPE WITH THE SITUATION. THE PROBLEM IS MADE 
CRITICAL BY THE LACK OF PUBLIC TRANSPORTATION IN THE BAHAMAS, 
MAKING THE AUTOMOBILE AN ABSOLUTE NECESSITY. AS FREEPORT WAS 
LAID OUT, THERE ARE LONG DISTANCES BETWEEN THE IMPORTANT 
PARTS OF THE TOWN - THE PORT, AIRPORT, INDUSTRIAL AND 
BUSINESS SECTIONS. 

5. IN THE PRESENT INSTANCE FAILURE OF THE US TO MEET THIS 
REQUIREMENT WOULD MEAN THE US WOULD HAVE TO BEAR THE ENTIRE 
BLAME. THE GCOB WOULD NOT TAKE THE VIEW THAT THIS IS MERELY 
PART OF A BAD SITUATION CAUSED BY THE OIL PRODUCING STATES 

OF THE MIDDLE EAST. EMBASSY DOUBTS THAT GCOB WOULD REACT 
AGAINST BORCO, BUT MOST LIKELY WOULD COME TO US TO SEEK ASSIS- 
TANCE IN OBTAINING THE EXEMPTION FOR CHEVRON. 
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